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ANNUAL RESULTS ANNOUNCEMENT#4 OR
THE TEAR ENDED DECEMBER 31, 2022

The board (the “Boa*d”) of directors (the “Die¢ o*s”) of Hua Medicine (the “Coman_”) is
pleased to announce the audited consolidated results of the Company and its subsidiaries (tod@ther,
the “G¥ows”, “e” or “ws”) for the year ended December 31, 2022 (the “Re v0% ing Pe iod”),
together with comparative figures for the year ended December 31, 2021. Unless otherwise defined
herein, capitalized terms used in this announcement shall have the same meaning as those defined
in the prospectus of the Company dated August 31, 2018 (the “P¥ os reg us”).

BUSINESS HIGHLIGHTS

. In October 2022, we received formal notice of the commercial approval of our
HuaTangNing (2% 7 ®) (aka dorzagliatin) from the National Medical Products
Administration (NMPA) of China. HuaTangNing (%37 ®) is the first approved
glucokinase activator (GKA) worldwide.

. HuaTangNing (4&% 7 ®) was approved for two indications, both to improve blood glucose
control for Type 2 diabetes (T2D) patients, as monotherapy for T2D patients, or in
combination with metformin in metformin tolerated T2D patients to control blood glucose
level.

. In addition, three allowances were included in the approval of HuaTangNing (%&£ 7
®). For patients with chronic kidney disease (CKD) and Type 2 diabetes (i.e., diabetes
kidney disease), no dose adjustment is required. For the combination of HuaTangNing
(424 7®) with either empagliflozin (SGLT-2 inhibitor) or sitagliptin (DPP-IV
inhibitor), the combination is expected to better improve blood glucose control and
pancreatic islet functions in T2D patients than either empagliflozin or sitagliptin
taken alone.




. Most significantly, in the official label approved by the NMPA, HuaTangNing
(45 7°®) is identified as a GKA, which acts on glucokinase targets in pancreatic
islets, intestinal endocrine cells, liver and other glucose storage and output organs,
and improves impaired glucose-stimulated insulin secretion and GLP-1 secretion
in Type 2 diabetes patients, and thus improves B-cell function and reduces insulin
resistance. Accordingly, it improves blood glucose homeostasis in patients with
Type 2 diabetes and has a mechanism of action designed specifically to restore the
autonomous physiological regulation of blood glucose homeostasis.

By the end of October 2022, we recorded our first commercial sales of HuaTangNing
(4£ 4 7°®), Commercial sales of HuaTangNing (4% 7°®) were made through hospitals,
retail pharmacies and online channels in China. The commercialization of HuaTangNing
(4£ 4 T®) represents the first time globally in almost ten years that a new mechanism of
action to treat Type 2 diabetes is introduced, and the first time in history that a global first-
in-class drug for Type 2 diabetes is introduced first in China.

The commercial approval and launch of HuaTangNing (#&% T°®) entitled us to receive
an aggregate milestone payment of RMB400 million from our commercialization partner
in China, Bayer Healthcare Company Limited. We received the RMB400 million cash
payment in January 2023.

The initial commercialization of HuaTangNing (4% 7°®) in China has been very
successful and well received by the medical community and patients. Due to significant
demand and initial launch supply constraints, we voluntarily restricted sales after the
first week of launch to ensure adequate continuous supply was available for patients who

successfully secured HuaTangNing (4% 7°®) prescriptions.

In December 2022, we acquired 100% equity interest in Nanjing AscendRare
Pharmaceutical Technology Co., Ltd (0O ODODO0OOO0ODOOOODODO) (“AscendRa*e”)
for approximately RMB1 million in cash and assumption of its liabilities. AscendRare
is principally engaged in conducting pancreatic islet research-based development of new
drugs for islet-related diseases, including congenital hyperinsulinism and diabetes, both in
rare disease indications as well as for broader metabolic disorders.







«  Most significantly, in the official label approved by the NMPA, HuaTangNing (4&% 7°®)
is identified as a GKA, which acts on glucokinase targets in pancreatic islets, intestinal
endocrine cells, liver and other glucose storage and output organs, and improves impaired
glucose-stimulated insulin secretion and GLP-1 secretion in Type 2 diabetes patients, and
thus improves [-cell function and reduces insulin resistance. Accordingly, it improves blood
glucose homeostasis in patients with Type 2 diabetes and has a mechanism of action designed
specifically to restore the autonomous physiological regulation of blood glucose homeostasis.

The scientific data and medical records for the development and approval of HuaTangNing (4
4T ®) is extensive. Hua Medicine has successfully completed eight Phase | trials in China, four
Phase | trials in the United States, one Phase Il trial in China, two Phase Il trials in China, and
one clinical study for a 52-week drug-free period after the completion of SEED Phase 11l trial
(which demonstrated a 65.2% diabetes remission rate)!. The results of our Phase Il trial was
published in The Lancet Diabetes & Endocrinology, a leading international medical journal, in
May 2018. In May 2022, we published two peer-reviewed papers on the Phase Il clinical trials
results of dorzagliatin in Nature Medicine, a leading international medical journal. These two
papers described and analyzed the clinical efficacy and safety characteristics of dorzagliatin
monotherapy (SEED) in drug-naive T2D patients and the combination therapy of dorzagliatin and
metformin (DAWN) in patients who failed in metformin adequacy therapy for the treatment of
Type 2 diabetes, respectively.

In summary, the collective results of our clinical trials indicate HuaTangNing (%% 7®) has a
safe, tolerable and benign profile, is effective at restoring regulation of blood glucose homestasis
through improvement in B-cell function and reduction in insulin resistance, and has led to diabetes
remission in select populations of T2D patients.

We were notified of HuaTangNing (4% 7*®) approval on October 8, 2022, and we commenced
sales on October 28, 2022. Commercial sales of HuaTangNing (%% T°®) were made through
hospitals, retail pharmacies and online channels in China. The commercialization of HuaTangNing
(43 7°®) represents the first time globally in almost ten years that a new mechanism of action to
treat Type 2 diabetes is introduced, and the first time in history that a global first-in-class drug for
Type 2 diabetes is introduced first in China.

The commercial approval and launch of HuaTangNing (#&%£7°®) entitled us to receive an
aggregate milestone payment of RMB400 million from our commercialization partner in China,
Bayer Healthcare Company Limited. We received the RMB400 million cash payment in January
2023.

1 In September 2021 at the 6th China BioMed Innovation and Investment Conference, certain principal
investigators from our SEED Phase Il trial presented the extensive results from the clinical study called
DREAM. The main objective of the DREAM study was to evaluate the ability of T2D patients who participated
in our SEED study and achieved glycemic control as defined by investigators, to maintain normal to near-
normal HbAlc levels (i.e., remission of T2D), without any glucose-lowering medication after the completion of
the SEED study for a minimum follow-up period of 52-weeks. The results showed that the subjects had a 52-
week diabetes remission rate of 65.2% at week 52 (95% ClI, 53.4%, 77.0%) during the research period.
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The initial commercialization of HuaTangNing (#£%%®) in China has been very successful and

well received by the medical community and patients. Due to significant demand and initial launch
supply constraints, we voluntarily restricted sales after the first week of launch to ensure adequate
continuous supply was available for patients who successfully secured HuaTangNing (41 T®)
prescriptions. Normalized commercial sales resumed in January 2023. For the period from the first
commercial sales at end of October 2022 through the end of January 2023, approximately 148,000
packs (28 tablets/pack) (unaudited) of HuaTangNing (%£4£7°®) have been sold, generating net
sales revenues of approximately RMB49 million (unaudited).

In February 2022, we announced a supply agreement with WuXi STA for the commercial
manufacturing of dorzagliatin to further enhance our existing collaboration.

In June 2022, three research findings on dorzagliatin were presented at the 2022 82nd American
Diabetes Association (“2022 ADA™): i) an oral presentation at the 2022 ADA Scientific Sessions
on the results of SENSITIZE, a clinical study demonstrating dorzagliatin improved insulin
secretion and glucose sensitivity; ii) a post-hoc analysis of the Phase Il trials of dorzagliatin
to validate the potential of dorzagliatin in improving early phase insulin secretion and restoring
glucose sensitivity in T2D patients; and iii) the results of the DREAM study from the dorzagliatin
monotherapy (SEED) study to explore the potential of dorzagliatin in diabetes remission.

In December 2022, we acquired 100% equity interest in AscendRare for approximately RMB1
million in cash and assumption of its liabilities. AscendRare is principally engaged in conducting
pancreatic islet research-based development of new drugs for islet-related diseases, including
congenital hyperinsulinism and diabetes, both in rare disease indications as well as for broader
metabolic disorders.

In addition to our commercialization activities for HuaTangNing (4£4£7°®) in China, we continued
to advance the development of our second generation GKA, with the potential for once daily
administration and a more efficient manufacturing process. Since the acquisition of AscendRare
in December 2022, we also continued to develop our newly-acquired glucokinase compounds
candidate for congenital hyperinsulinism.

Cay iona* emen *eqwi¥ed wnde* Rwle 18A.08(3) 0ft he Li§ ing Rwles: We may not be
able to ultithate y develop and market our dorzagliatin successfully.



| odu% g:i &eline

Set out below are the key stages of our product candidates under development:

Devel ‘w qt
P iductNg: e K dicatin phase P e-cli ical IND PhaseI PhaseII PhaseIIll NDA Law ched
T2D - monotherapy Launched (China) —
HuaTangNing (4 & 7®) : P
T2D - combination 1y 1 ed (China) 3
therapy with metformin
DKD Launched (China)
- Allowances
) st g Combination therapy Launched (China)
HuaTangNing (££%7°°) with DPP4i - Allowances
Combination therapy Launched (China)
with SGLT2i - Allowances
Fixed dose combinations -
dorzagliatin and OADs 2D Phase I ready
Next Generation of GKA Metabolic Diseases Pre-clinical
Congenital

Glucokinase compound Pre-clinical

Hyperinsulinism
Fructose Kinase Inhibitor Metabolic Disease Pre-clinical

mGLURS5 NAM - CNS PD-LID Pre-clinical

Business oy look

In October 2022, we received formal notice of the commercial approval of our HuaTangNing
(#£ 4 7®) from the NMPA and recorded our first commercial sales of HuaTangNing (%&£ T°®)
by the end of October 2022. The initial commercialization of HuaTangNing (%¢%5°®) in China
has been very successful and well received by the medical community and patients. We will
continue to focus on the commercialization of HuaTangNing (423 T®) in China and advancing
development of our fixed dose combinations with dorzagliatin, as well as the development
of our second generation GKA, with the potential for once daily administration and a more
efficient manufacturing process. We are also actively preparing to seek entry into the National
Reimbursement Drug List for HuaTangNing (&4 ®). Since the acquisition of AscendRare in
December 2022, we will also continue to develop our newly-acquired glucokinase compound

candidate for congenital hyperinsulinism.
Im w0 an e ep s af e he Re £0% ing Pe¥iod

On January 12, 2023 and January 19, 2023, we received RMB400 million in aggregate upon
the grant of approval of HuaTangNing (%% 7°®) as monotherapy for T2D patients, the grant
of approval of the use of HuaTangNing (4£%7°®) in combination with metformin in metformin

tolerated T2D patients and the achievement of another commercialization milestone.

Save as disclosed above, there are no important events that have occurred up to the date of this
announcement.



4 inancial * e i&w
Re enwve

Our revenue was generated from the sale of our core product — HuaTangNing (44 7°®). The
scientific data and medical records for the development and approval of HuaTangNing (&% T°®)
is extensive. Hua Medicine has successfully completed eight Phase | trials in China, four Phase
| trials in the United States, one Phase Il trial in China, two Phase Ill trials in China, and one
clinical study for a 52-week drug-free period after the completion of SEED Phase 111 trial (which
demonstrated a 65.2% diabetes remission rate). The results of our Phase Il trial was published
in The Lancet Diabetes & Endocrinology, a leading international medical journal, in May 2018.
In May 2022, we published two peer-reviewed papers on the Phase Il clinical trials results
of dorzagliatin in Nature Medicine, a leading international medical journal. These two papers
described and analyzed the clinical efficacy and safety characteristics of dorzagliatin monotherapy
(SEED) in drug-naive T2D patients and the combination therapy of dorzagliatin and metformin

(DAWN) in patients who failed in metformin adequacy therapy for the treatment of Type 2
diabetes, respectively.
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Resea* ch and de ‘6‘10 gmep exgsenses

The following table sets forth the components of our research and development expenses for the
year indicated.

4 o"t he ea* ended Decembe* 31,

2022 ¥ 2021

RMB’000 % RMB’000 %
Dorzagliatin Clinical Trials 4,928 3.8% 22,162 11.9%
Dorzagliatin Non-clinical Studies 4,368 3.4% 3,670 2.0%
Chemical, Manufacturing and Control 9,765 7.5% 31,288 16.7%
Labor Cost 84,341 65.1% 98,064 52.5%
Dorzagliatin Licensing and Patent Fee 2,453 1.9% 2,549 1.4%
Others 23,673 18.3% 29,102 15.5%
Total 129,528 100.0% 186,835 100.0%

Research and development expenses decreased by RMB57.3 million to RMB129.5 million for the
year ended December 31, 2022 from RMB186.8 million for the year ended December 31, 2021.
The decrease in research and development expenses included:

. a decrease of RMB17.3 million for dorzagliatin clinical trials from RMB22.2 million for the
year ended December 31, 2021 to RMB4.9 million for the year ended December 31, 2022,
which was primarily attributable to the data analysis and trial master file report preparation
of SEED/HMMO0301 and DAWN/HMMO0302 conducted in the year 2021. In the year 2022,
we primarily focused on our NDA approval and conducted several additional clinical research
to support the review by the NMPA;

. a decrease of RMB21.5 million in chemical, manufacturing, and control (CMC) expenses



Incomet ax exsense

We recognized no income tax expenses for the year ended December 31, 2022 and the year ended
December 31, 2021.

Ligwidj _and casj al* esow* ces

la of
Since our inception, we have been in a net loss position with and net cash outflows from
operations. Our primary use of cash is to fund our research and development activities. Our
operating activities used RMB230.1 million for the year ended December 31, 2022. As of
December 31, 2022, we had cash and cash equivalents of RMB490.6 million.
As of December 31, 2022, there were no significant investments held by the Company (including
any investment in an investee company with a value of 5%. or more of the Company’s total assets
as of 31 December 2022), nor were there any material acquisitions or disposals of subsidiaries,
associates and joint ventures during the Reporting Period.
Cash O ge'zt ing C0§
The following table sets out the components of our cash operating cost for the years indicated:

A O't he ea* ended

Decergbe‘ 31,

2022 2021

RMB’000 RMB’000

Research and development costs 110,433 159,904
Administrative costs

— Workforce employment 64,901 50,500

— Others 49,390 62,577

Selling costs 5,390 -

119,681 113,077

230,114 272,981
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Cash4 lows

The following table provides information regarding our cash flows for the years ended December
31, 2021 and 2022:

A o‘t he ea* ended

Deceri‘%be‘ 31,

2022 2021

RMB’000 RMB’000

Net cash used in operating activities (230,114) (272,981)
Net cash used in investing activities (4,752) (68,219)
Net cash from (used in) financing activities 21,476 (6,134)
Effect of exchange rate changes 28,784 (9,518)
Change in cash and cash equivalents (184,6006) (356,852)

NF Cash Used in O ge* 2 ing Af i Aies

The primary use of our cash was to fund our research and development activities, regulatory,
and other clinical trial costs, and related supporting administration. Our prepayments and other
current assets, accounts payable and other payables balances were affected by the timing of vendor
invoicing and payments.

During the year ended December 31, 2022, our operating activities used RMB230.1 million of
cash, which resulted principally from our loss before tax of RMB203.5 million, adjusted for non-
cash charges and non-operating cash income of RMBO0.5 million, and by cash used in increasing
our working capital of RMB27.1 million. Our net non-cash charges and non-operating cash income
during the year ended December 31, 2022 primarily consisted of RMB11.6 million of depreciation
of equipment, RMB19.0 million of depreciation for right-of-use assets, RMB1.2 million of
intangible assets amortization, RMB3.5 million of interest on lease liabilities; RMB21.3 million of
share option expenses, RMB4.2 million of bank interest income, RMB23.3 million of income from
government grants and RMB28.7 million net foreign exchange gains.

During the year ended December 31, 2021, our operating activities used RMB273.0 million of
cash, which resulted principally from our loss before tax of RMB325.7 million, adjusted for non-
cash charges and non-operating cash charges of RMB71.9 million, and by cash used in increasing
our working capital of RMB19.2 million. Our net non-cash charges and non-operating cash charges
during the year ended December 31, 2021 primarily consisted of RMB12.0 million of depreciation
of equipment, RMB18.8 million of depreciation for right-of-use assets, RMBO0.7 million of
intangible assets amortization, RMB4.0 million of interest on lease liabilities; RMB32.7 million of
share option expenses, RMB5.0 million of bank interest income, RMB1.0 million of income from
government grants; RMBO0.3 million of rent concession and RMB10.0 million net foreign exchange
losses.
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Nf Cash wvsed in In & ing Af i Lies

Net cash used in investing activities was RMB4.8 million for the year ended December 31, 2022,
which resulted primarily from the purchase of equipment, useful right of Roche Royalty and

12



Indel% edness

As of December 31, 2022 and 2021, our lease liabilities and borrowings amounted to RMB97.6
million and RMB71.5 million, respectively. The following table sets forth our lease liabilities and
borrowings as of the dates indicated:

As of Decembe* 31,

2022 2021

RMB’000 RMB’000

Current portion 55,413 13,296
Non-current portion 42,169 58,232
Total 97,582 71,528

Our lease liabilities as of December 31, 2022 were from leased properties lease contracts with lease
terms of two to three years. As of December 31, 2022, we did not havi7/-y o thrs indebtednes.|

teest

. 13
Cwr*ec Risks



The following table details our sensitivity to a 5% increase and decrease in Renminbi against U.S.
dollars and HK dollars, the foreign currencies with which we may have material exposure. No
sensitivity analysis has been disclosed for the Taiwan dollars denominated assets as the impact on
profit is immaterial. 5% represents management’s assessment of the reasonably possible change
in foreign exchange rate. The sensitivity analysis uses outstanding foreign currency denominated
monetary items as a base and adjusts their translation at the end of the reporting period for a 5%
change in foreign currency rate. A negative/positive number below indicates an increase/decrease
in loss where Renminbi strengthens 5% against U.S. dollars and HK dollars. For a 5% weakening
of Renminbi against U.S. dollars and HK dollars there would be an equal and opposite impact on
loss for the year.

As of Decembe* 31,

2022 2021
RMB’000 RMB’000

Im vag on g’ofi o* loss
US$ (9,893) (18,134)
HK$ (2,250) (2,057)

. . . .14 . . . . )
Th Group is primarily expoed to fair valuh ilnteres rat isk il eslatio to fixed- rat b



1. Current ratio represents current assets divided by current liabilities as of the same date.
2. Quick ratio represents current assets less inventories divided by current liabilities as of the same date.

3. Gearing ratio represents liability divided by equity as of the same date. Liability is defined as short term loan
and lease liabilities (excluding trade and other payables, deferred income and contract liability). Equity includes
all capital and reserves of the Group.

The current ratio and quick ratio as of December 31, 2022 decreased by 1.6 compared with that as
of December 31, 2021, which was mainly due to the cost of research activities and daily operation.
The gearing ratio as of December 31, 2022 increased by 19.0% compared with that as of December
31, 2021, which was mainly due to the increase of short term loan caused by our financing
strategy.

Cha* ge oft he G¥ouy’s assg

Save as disclosed in this announcement, as of December 31, 2022, RMB7.8 million of the Group’s
bank deposits were charged by the bank for the performance guarantees to the Management
Committee of Lingang New Area, Shanghai Pilot Free Trade Zone, China to secure commencement
and completion of the factory construction and launch of production.

Deposits amounting to RMB4,696,000 (2021: RMB4,696,000) carry fixed interest rate of 1.50%
and have been pledged to secure commencement of the factory construction. These deposits will
be released within 10 working days upon the commencement of the factory construction. Deposits
amounting to RMB1,565,000 (2021: RMB1,565,000) carry fixed interest rate of 2.75% and have
been pledged to secure completion of the factory construction. These deposits will be released
within 10 working days upon the completion of the factory construction, if such completion is
before May 13, 2024. The remaining deposits amounting to RMB1,565,000 (2021: RMB1,565,000)
carry fixed interest rate of 2.75% and have been pledged to secure production of the factory. These
deposits will be released within 10 working days upon the launch of production, if such launch is
before November 12, 2024.

Ca R al comm} men s
The following table sets forth our capital commitments as of the dates indicated:

As of Decembe* 31,

2022 2021
RMB’000 RMB’000
Capital expenditure in respect of the acquisition of construction
contracted for but not provided in the consolidated financial
statements 1,107 4,381

1«1 we slans fo* mg e ial in €§ men s o* cag:i al ass¢ s

Save as disclosed in this announcement, as of December 31, 2022, we plan to continually invest
in Shanghai Huasheng Inc, which was established at Shanghai Lingang Special Area for ensuring
adequate dorzagliatin commercial supply.

Con} ingel% liabil% ies

Save as disclosed in this announcement, the Group had no material contingent liabilities as at 31
December 2022.
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CONSOLIDATED STATEMENT O% PRO*IT OR LOSS AND OTHER COMPREHENSIVE

INCOME

NOTES

Revenue 3
Cost of sales

Gross profit

Other income 4
Other gains and losses 5
Administrative expenses

Finance costs 6
Selling expenses

Other expenses

Research and development expenses

Loss before tax
Income tax expense

(SRR

Loss for the year

Other comprehensive income
Items that may be reclassified subsequently to
profit or loss:
— Exchange differences arising on translation
of foreign operations

Total comprehensive expense for the year

LOSS PER SHARE 10
Basic and diluted
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4 O‘t he ea* ended

Decentbe 31,

2022 2021
RMB’000 RMB’000
(awdj ed) (audited)

17,599 -
(9,910) -
7,689 -
41,511 11,871
26,026 (10,373)
(129,931) (134,835)
(3,667) (3,950)
(15,348) -
(259) (1,612)
(129,528) (186,835)
(203,507) (325,734)
(203,507) (325,734)
94 454
(203,413) (325,280)
RMB RMB
(0.21) (0.34)




CONSOLIDATED STATEMENT O* 4 INANCIAL POSITION

As of As of
Decembe® 31, December 31,
2022 2021
NOTES RMB’000 RMB’000
(audi ed) (audited)
Non-cw¥ e assg s
Plant and equipment 53,855 57,942
Right-of-use assets 11 85,853 98,658
Intangible assets 31,952 9,026
Pledged bank deposits 14 3,130 3,130
Trade and other receivables 13 6,450 30,197
181,240 198,953
Cw¥en asse s
Inventories 12 1,915 -
Trade and other receivables 13 441,192 24,666
Amounts due from related parties 1,822 -
Pledged bank deposits 14 4,696 4,696
Bank balances and cash 14 490,632 675,238
940,257 704,600
Cw¥en liabilj ies
Trade and other payables 15 79,111 79,738
Borrowings 16 33,923 -
Lease liabilities 21,490 13,296
Contract liabilities 17 43,303 -
Deferred income 10,559 13,850
188,386 106,884
N? Ckl“ell Ass% S 751,871 597,716
T(} al Ass? s Less Cw¥ en Liabili ies 933,111 796,669
Non-cw** en liabilj ies
Lease liabilities 42,169 58,232
Contract liabilities 17 606,248 283,019
Deferred income 5,114 5,087
653,531 346,338
N% Ass% S 279,580 450,331
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Cagj al and * ese” e

Share capital

Treasury shares held in trust
Reserves

Equity attributable to owners of the Company

T? alEqui)l
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As of As of
Decembe® 31, December 31,

2022 2021

NOTES RMB’000 RMB’000
(audl ed) (audited)

7,214 7,211
(584) (626)

272,950 443,746

279,580 450,331

279,580 450,331




NOTES TO THE CONSOLIDATED4 INANCIAL STATEMENTS
For the year ended December 31, 2022

1.

Gene* al info* mg ion

The Company was established in the Cayman Islands as an exempted company with limited liability on
November 10, 2009, and its shares are listed on The Stock Exchange of Hong Kong Limited on September 14,
2018 (the “Listing Date”). The address of the registered office is PO Box 309, Ugland House, Grand Cayman,
KY1-1104, Cayman Islands. The principal place of business of the Company is Building 2, Lane 36, Xuelin
Road, Pudong New Area, Shanghai 201203, PRC.

The Company is an investment holding company. The Company and its subsidiaries (collectively referred to
as “Group”) are principally engaged in development and commercialization of a global first-in-class oral drug,
dorzagliatin or HMS5552, for the treatment of Type 2 diabetes.

Basis of ¢ epa¥ 3 ion oft he consolidel ed financial § § emen s

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards issued by the International Accounting Standards Board. In addition, the consolidated financial
statements include applicable disclosures required by the Rules Governing the Listing of Securities on the Stock
Exchange and complied with the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical cost basis at the end of each reporting
period.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.

The functional currency of the Company is Renminbi, which is the same as the presentation currency of the
consolidated financial statements.

Re enve
The following is an analysis of the Group’s revenue:
(i)  Disagg” egg ion of*e give Fom cop*ag s wf h cug ome*'s

4 d‘t he ea* ended

Deceﬁ}be‘r 31,
2022 2021
RMB’000 RMB’000
(awdj ed) (audited)
Timing of revenue recognition
At a point in time
Sales of pharmaceutical products 17,599 -

(ii)  Pe*fo* mance oblig? ions fo* coy ” ag s Wt’ h cug ome*'s

For the sale of pharmaceutical products, revenue is recognized when control of the goods has transferred,
being when the goods have been delivered to the customer’s specific location. Following delivery, the
customers have the primary responsibility when selling the goods and bears the risks of obsolescence and
loss in relation to the goods. A receivable is recognized by the Group when the goods are delivered to
customers as this represents the point in time at which the right to consideration becomes unconditional,
as only the passage of time is required before payment is due. The normal credit term is 60 days upon
delivery. Customers can only return or request refund if the goods delivered do not meet required quality
standards. Therefore, the probability of the significant reversal in revenue in relation to sales return in the
future is remote.
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q he¥ income

4 o“t he ea* ended

Decelgbe‘ 31,
2022 2021
RMB’000 RMB’000
(a“di ed) (audited)
Bank interest income 4,240 5,036
Government grants and subsidies (Note a) 26,445 6,490

Amortization of payments received for exclusive

promotion rights granted (Note b) 10,826 -
Rental concession - 345
41,511 11,871

Note a: The amount mainly represents 1) government grant related to income received as compensation for
future research and development costs expected to be incurred and require the Group to comply with
conditions attached to the grants and the government to acknowledge the compliance of these conditions.
These grants related to income were recorded in deferred income when received and recognized in profit
or loss when related costs were subsequently incurred and the Group received government acknowledge
(Not510 42/T11 1 Tf10 0 0 10 426.8269 670.s 185 hols wmn rve 09T, furnited , fixted td fr23 Tequir.(Note a)T
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Incomet ax exsense
The Company was incorporated in the Cayman Islands and is exempted from income tax.

No Hong Kong profit tax was provided for as there was no estimated assessable profit of the Group’s Hong
Kong subsidiary that was subject to Hong Kong profit tax during the periods presented in the consolidated
financial statements.

Under the Law of the PRC of Enterprise Income tax (the “EIT Law”) and Implementation Regulation of the EIT
Law, the tax rate of the Group’s PRC subsidiary is 25% during the period, except for Hua Shanghai.

Hua Shanghai has been certified as a “High and New Technology Enterprise” by the Science and Technology
Committee of Shanghai and relevant authorities on December 14, 2022 for a term of three years from 2022 to
2024, and registered with the PRC tax authorities for enjoying a reduced 15% EIT rate. Accordingly, the profits
derived by Hua Shanghai is subject to 15% EIT rate for the year 2022. The qualification as a High and New
Technology Enterprise will be subject to review by the PRC tax authorities every three years.

The subsidiary incorporated in the United States are subject to Federal and State Income taxes: the effective
combined income tax rate is 21% for the year ended December 31, 2022.

License agr eemen

In December 2011, the Group entered into a research, development and commercialization agreement (“GKA
Agreement”) with Hoffman-La Roche Inc., and F. Hoffman-La Roche AG (collectively referenced as “Roche”)
under which Roche granted the Group an exclusive license of patent rights, know-how and regulatory filings
with respect to a compound which is a glucokinase activator to research, develop and commercialize products
(“Licensed Product”) in the field of diabetes in the licensed territory (“Licensed Territory”). Pursuant to the
GKA Agreement, the Group made US$2,000,000 non-refundable upfront payment to Roche in 2012.

In 2017, the Group made US$1,000,000 milestone payment to Roche upon the commencement of clinical trial
Phase Il in the PRC (excluding Hong Kong and Macau) for the Licensed Product.

In 2021, the Group made US$1,000,000 milestone payment to Roche upon New Drug Application (“NDA”)
filing in the PRC (excluding Hong Kong and Macau) to the National Medical Products Administration.

In 2022, the Group made US$3,000,000 milestone payments to Roche upon the achievement of development of
the Licensed Product through new drug approval in the PRC (excluding Hong Kong and Macau).

The Group is further obligated to make US$33,000,000 milestone payments upon the achievement of
development of the Licensed Product through new drug approval in the Licensed Territory other than the PRC
(excluding Hong Kong and Macau). Upon commercialization, the Group is contingently obligated to make
US$15,000,000 milestone payments for the first time when the territory-wide calendar year net sales exceed
US$500,000,000 and US$40,000,000 milestone payments for the first time when the territory-wide calendar year
net sales exceed US$1,000,000,000. The Group is also obligated to make royalty payments at the applicable
incremental royalty rate based on sales of the Licensed Product.
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10.

Loss 1 sha*e

The calculation of the basic and diluted loss per share attributable to the owners of the Company is based on the
following data:

Loss figures are calculated as follows:

%o‘t he ea* ended
Decen%be‘ 31,

2022 2021
RMB’000 RMB’000
(a“di ed) (audited)
Loss for the period attributable to the owners of the Company
for the purpose of basic and diluted loss per share (203,507) (325,734)

Number of shares:

4 o't he ea* ended

Decer%be' 31,
2022 2021
(audi ed) (audited)
Weighted average number of ordinary shares for the purpose
of basic and diluted loss per share 966,730,201 957,488,541

The computation of basic loss per share for the years ended December 31, 2022 and 2021 respectively excluded
the unvested restricted stock un 2022 and 2021 respectively excluded
the unv76721
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13.

T ade and Q he* ¥ ecei %bles

As of As of
Decembe* 31, December 31,
2022 2021
RMB’000 RMB’000
(a“di ed) (audited)
Trade receivables 11,121 -
Prepayments for research and development services 3,969 14,303
Prepayment for raw materials and manufacture services 16,542 -
Utility and rental deposits
— current 603 662
— non-current 4,887 4,609
Value add tax (“VAT”) recoverable
— current 505 -
— non-current 1,133 24,942
Interest receivables 871 52
Other receivables for considerations of options exercised 744 359
Others
— current 6,837 9,290
— non-current 430 646
Receivables from exclusive promotion rights (Note 17) 400,000 -
447,642 54,863
Analysis as
— current 441,192 24,666
— non-current 6,450 30,197
447,642 54,863

The Group allows an average credit period of 60 days to its trade customers. The following
of trade receivables, presented based on invoice date:

As of
Decembe* 31,
2022
RMB’000
(aud{ ed)

0-60 days 10,982
61-90 days 139
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14.

15.

Bank balances and cash/Pledged bank de g:osé S

Bank balances and cash comprise cash held by the Group and short-term bank deposits with an original maturity
of six months or less. The short term bank deposits carry interests at market rates which ranged from 0.001% to
4.03% as of December 31, 2022 (2021: 0.001% to 1.95%) per annum.

Pledged bank deposits are for the performance guarantees to the Management Committee of Lingang New Area,
Shanghai Pilot Free Trade Zone, China to secure commencement and completion of the factory construction and
launch of production.

Deposits amounting to RMB4,696,000 (2021: RMB4,696,000) carry fixed interest rate of 1.50% and have
been pledged to secure commencement of the factory construction. These deposits will be released within 10
working days upon the commencement of the factory construction. Deposits amounting to RMB1,565,000
(2021: RMB1,565,000) carry fixed interest rate of 2.75% and have been pledged to secure completion of the
factory construction. These deposits will be released within 10 working days upon the completion of the factory
construction, if such completion is before May 13, 2024. The remaining deposits amounting to RMB1,565,000
(2021: RMB1,565,000) carry fixed interest rate of 2.75% and have been pledged to secure production of the
factory. These deposits will be released within 10 working days upon the launch of production, if such launch is
before November 12, 2024.

Bank balances and cash that are denominated in currencies other than the functional currencies of the relevant

group entities are set out below:

As of As of

Decembe* 31, December 31,

2022 2021

RMB’000 RMB’000

(a“di ed) (audited)

uss$ 196,872 362,793

HK$ 43,944 40,487

Taiwan Dollars (“TWD”) 3 3
T ade and Q he¥ pa_ables

n

As of As of

Decembe* 31, December 31,

2022 2021

RMB’000 RMB’000

(aud{ ed) (audited)

Trade payables 20,982 23,785

Other payables 2,553 4,071

Accrued leasehold improvement expenditure 1,468 1,604

Construction expenditure payables 9,828 10,982

Payroll and bonus payables 38,342 32,149

Others 5,906 7,147

Interest Payable 32 -

79,111 79,738

The average credit period on purchases of goods/services ranges up to 30 days.
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15.

16.

T ade and Q he* gia)lables - con inwed

The aging analysis of the trade payables presented based on the goods/services relevant invoice or billing date
at the end of each reporting period is as follows:

As of As of

Decembe* 31, December 31,

2022 2021

RMB’000 RMB’000

(a“di ed) (audited)

Uninvoiced or within 30 days 20,792 23,785
31 to 60 days 190 -
20,982 23,785

Analysis of trade and other payables denominated in currency other than the functional currencies of the
relevant group entities is set out below:

As of As of

Decembe* 31, December 31,

2022 2021

RMB’000 RMB’000

(a“di ed) (audited)

US$ 45 339
Bo** o,ings

As of As of

December 31, December 31,

2022 2021

RMB’000 RMB’000

(audi ed) (audited)

Unsecured bank loans 33,923 -

In November 2022, the Group entered into a short-term loan agreement with a PRC bank which provided a loan
facility amounted to RMB100,000,000. As at December 31, 2022, the Group has drawn down RMB28,923,000
with a fixed interest rate of 3.60%, which will be due within one year after the first drawn down date. As at
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17.

COl}j ag liabili ies

Advance from a customer for exclusive promotion rights

Analysis as
— current
— non-current

As of As of
Decembe* 31, December 31,
2022 2021
RMB’000 RMB’000
(a“di ed) (audited)
649,551 283,019
43,303 -
606,248 283,019
649,551 283,019

On August 17, 2020, the Group entered into an exclusive promotion service agreement with an independent third
party under which the Group granted the exclusive promotion rights on dorzagliatin. Pursuant to the agreement,
the Group is entitled to an upfront payment and additional milestone payments, while the counterparty receives
the exclusive rights to commercialize the product in China and will receive tiered service fee based on the net
sales. In August 2020, the Group received the non-refundable upfront payment, amounting to RMB300,000,000.
The VAT-excluded amount was recognized in contract liabilities as RMB283,019,000 and amortized upon
NDA approval within the agreed exclusive promotion period. In October 2022, the Group was further entitled
to an aggregate milestone payment of RMB400,000,000 upon the receipt of dorzagliatin approval and
commercialization. The VAT-excluded amount was recognized in contract liabilities as RMB377,358,000 and

amortized upon NDA approval within the agreed exclusive promotion period.
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The following table sets forth the status of the Company’s use of proceeds raised in the Global
Offering as of December 31, 2022:

Un* iliwed q il'lzl ion Un'i ilied
N? #oceeds g # oceeds dw ingt he A% wal ng *oceeds  Exuec ed ime
Fom, he as of ea ended  wsagews, 0 as of ame fo*
% of wse Global Janwe 1, De’clembe‘ 31,  Decemhef 51, Decembe* 31, uny ilied

of #oceeds Offe* ing 22 2022 2022 222 amovy
RMB million — RMB million — RMB million — RMB million  RMB million

(@)  Dorzagliatin research and

development 39% 2914 - - 2914 - N/A

(b)  Dorzagliatin lifecycle
management and additional By the end of
indications 9% 67.2 26.8 145 549 12.3 year 2023
(c)  Dorzagliatin launch and By the end of
commercialization 21% 201.8 1488 502 1032 98.6 year 2023
() New product and diabetes care By the end of
technology development 11% 822 60.3 15 234 58.8 year 2024

() Product licensing and
partnership 4% 299 235 25 299 - N/A
() General working capital 10% 1 - - M1 - N/A
B _ he end of
Tgal 100% 7472 2594 §9.7 5715 169.7 ﬁ“ea' 2024

4 inal di i&end

The Board has resolved not to declare any final dividend for the year ended December 31, 2022
(December 31, 2021: NIL).

Secu"} iest’ansa% ions b)t he D¥ e¢ o*s

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code™) as the guidelines for regulating the directors’ dealings in the securities
of the Company. Specific enquiry has been made to each Director and all Directors have confirmed
that they have complied with the applicable standards set out in the Model Code throughout the
year ended December 31, 2022.

Co* 5:0"% e go %'nance
The Company is committed to maintaining high standard of corporate governance to safeguard

the interests of the Shareholders, enhance corporate value, formulate its business strategies and
policies, and enhance its transparency and accountability.
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The Company has adopted the code provisions set out in the Corporate Governance Code (the “CG
Code”) as set out in Appendix 14 to the Listing Rules as its own code of corporate governance.

Pursuant to 3.21 of the Listing Rules, the audit committee must comprise a minimum of three
members, at least one of whom is an independent non-executive director with appropriate
professional qualifications or accounting or related financial management expertise as required
under Rule 3.10(2).

Mr. Walter Teh-Ming Kwauk, who served as the Chairman of the Audit Committee, passed
away on 24 November 2022. Following Mr. Kwauk’s death, the number of members who are
independent non-executive directors on the Audit Committee of the Company will be reduced to
two, which falls short of the requirement under Rule 3.21 of the Listing Rules and also did not
meet the requirement under Rule 3.10(2) that at least one of the independent non-executive director
of the board of directors has appropriate professional qualifications or accounting or related
financial management expertise.

Following the appointment of Mr. Yiu Leung Andy CHEUNG, who has over 30 years of
professional accounting and auditing experience, as an independent non-executive Director and
also as a chairman of the Audit Committee with effect from January 1, 2023, the Company has
complied with the requirements as set out in Rules 3.10(2) and 3.21 of the Listing Rules.

Save as disclosed above, the Board is of the view that the Company has complied with all
applicable code provisions of the CG Code throughout the year ended December 31, 2022. The
Board will review the corporate governance structure and practices from time to time and shall
make necessary arrangements when the Board considers appropriate.

Re i&w of annwal* esul S

The consolidated financial results of the Group for the year ended December 31, 2022 has
been audited by the Company’s auditor, Deloitte Touche Tohmatsu, and reviewed by the Audit
Committee of the Company, which consists of Mr. Yiu Leung Andy Cheung, Mr. William Robert
Keller and Mr. Yiu Wa Alec Tsui.

Sco ve of Wo* k of Mess*s. Delo}t e Towche Tohmq s\

The figures in respect of the Group’s consolidated statement of financial position, consolidated
statement of profit or loss and other comprehensive income and the related notes thereto for the
year ended December 31, 2022 as set out in this announcement have been agreed by the Group’s
auditor, Messrs. Deloitte Touche Tohmatsu, to the amounts set out in the Group’s audited
consolidated financial statements for the year. The work performed by Messrs. Deloitte Touche
Tohmatsu in this respect did not constitute an assurance engagement in accordance with Hong
Kong Standards on Auditing, Hong Kong Standards on Review Engagements or Hong Kong
Standards on Assurance Engagements issued by the Hong Kong Institute of Certified Public
Accountants and consequently no assurance has been expressed by Messrs. Deloitte Touche
Tohmatsu on this announcement.
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Annwal gene* al meg ing and closw e of * egi; e of sha* eholde*s

The annual general meeting (“AGM”) of the Company is scheduled to be held on June 29, 2023. A
notice convening the AGM will be published and dispatched to the shareholders of the Company in
the manner required by the Listing Rules in due course.

For determining the entitlement to attend and vote at the AGM, the register of shareholders of
the Company will be closed from June 26, 2023 to June 29, 2023, both days inclusive, during
which period no transfer of shares of the Company will be registered. In order to be eligible to
attend and vote at the AGM, all transfer of shares of the Company, accompanied by the relevant
share certificates, must be lodged with the Company’s Hong Kong share registrar, Tricor Investor
Services Limited, located at 17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong for
registration not later than 4:30 pm on June 23, 2023.

Pwblicg ion of, he annwal jresul s and 2022 annwal *e &o't on he v‘,ebsi es oft he § ock
Exchange andt Ele Com s:an)l

This annual results announcement is published on the respective websites of the Stock Exchange
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